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CONTRACTS BETWEEN LDC'S AND INDUSTRIALIZED COUNTRY 
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ENTERPRISES 

REF: LIMA 02418 

1. DEPT SHARES USDEL VIEW THAT G-77 RESOLUTION CALLING FOR 
ESTABLISHMENT OF AN INSURANCE SYSTEM TO PROTECT LDCS IN 
THEIR RELATIONS WITH DC ENTERPRISES IS UNACCEPTABLE. 

USDEL SHOULD ENDEAVOR TO HAVE VOTE ON RESOLUTION DEFERRED 
TO SUBSEQUENT SESSION. IN MEANTIME, IT COULD SUPPORT A 
SECRETARIAT STUDY OF QUESTION OF ENHANCING RESPECT FOR 
CONTRACTS ENTERED INTO BETWEEN ENTERPRISES OF MORE THAN 
ONE COUNTRY AND BETWEEN GOVERNMENTS AND FOREIGN PRIVATE 
CONTRACTORS, PROVIDED THAT THAT STUDY IS ADDRESSED TO 
RESPECT BY ALL PARTIES OF THEIR CONTRACTUAL OBLIGATIONS, 

AND STUDY OF INSURANCE AGAINST BREACH OF SUCH CONTRACTS. 
HOWEVER, IF RESOLUTION OF SUBSTANCE TABLED, IS BROUGHT TO 
A VOTE, USDEL SHOULD VOTE AGAINST, AND SHOULD SEEK TO AT- 
TRACT OTHER DCS TO JOIN IN NEGATIVE VOTE. 

2. IN DISCUSSION OF DRAFT RESOLUTION, USDEL SHOULD AS 
APPROPRIATE MAKE THE FOLLOWING POINTS: 

(A) THE SUBJECT WHICH THE RESOLUTION RAISES IS AN IM- 
PORTANT ONE: THAT OF RESPECT FOR CONTRACTUAL OBLIGATIONS, 
AND COMPENSATION FOR NON COMPLIANCE. 

(B) THE RESOLUTION IS DEFECTIVE IN MAKING UNSUPPORTED 
CHARGES, IN PEJORATIVE TERMS. 

(C) USG WARMLY SUPPORTS THE PRINCIPLE AND PRACTICE OF 
RESPECT FOR CONTRACTUAL OBLIGATIONS AND OF PROMPT, AD- 
EQUATE AND EFFECTIVE COMPENSATION FOR THEIR BREACH. 

(D) SUCH RESPECT MUST BE RECIPROCAL. E.G., GOVERNMENTS 
ARE AS MUCH BOUND BY THE OBLIGATION TO RESPECT THEIR CON- 
TRACTS WITH FOREIGN ENTERPRISES AS ARE FOREIGN ENTERPRISES 
BOUND TO RESPECT THEIR CONTRACTS WITH FOREIGN GOVERNMENTS. 

(E) QUESTION OF INSURANCE FOR BREACH OF CONTRACT IS A 
COMPLEX ONE. USG IS PREPARED TO SUPPORT A STUDY OF THAT 
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QUESTION AS WELL AS THE THRESHHOLD QUESTION OF RESPECT 
FOR CONTRACTUAL OBLIGATIONS, PROVIDED THAT BOTH QUESTIONS 
ARE TREATED ON THE BASIS THAT GOVERNMENTS ARE AS BOUND BY 
THEIR CONTRACTS AS ARE FOREIGN ENTERPRISES. 

(F) USG IS NOT PREPARED TO SUPPORT EITHER A RESOLUTION 
OR A STUDY WHICH SUGGESTS, DIRECTLY OR INDIRECTLY, THAT 
ONLY FOREIGN ENTERPRISES ARE BOUND BY THEIR CONTRACTS. 
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(G) ITS VIEW TO FOREGOING EFFECT IS NATURALLY INFLUENCED 
BY THE MANY INSTANCES IN WHICH LDC GOVERNMENTS HAVE 
VIOLATED THEIR CONTRACTS WITH FOREIGN ENTERPRISES, WITH 
CONSEQUENT UNFORTUNATE EFFECTS ON INVESTMENT CLIMATE AND 
INTERNATIONAL ECONOMY. EXAMPLES ARE MANY, MOST NOTABLE 
BEING INCREASE IN OIL PRICES IN BREACH OF TEHERAN PRICING 
AGREEMENT OF 197 1 . KISSINGER 
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